DOUBLE TAXATION-                            105

porations and to other non-corporate investments as weil"r
it is manifestly double taxation to assess the security holder
as well as the corporation. The tax on the corporation
diminishes his income from the corporate security; an addi-
tional tax on the security would involve double taxation of
the same income or property. But if the tax is a special or
exclusive tax instead of being a general tax, the matter is
different. In that case the general doctrine of capitalization
of taxation will apply.1 If only one class of corporations
is taxed, the purchaser of these corporate securities will
escape taxation, because the amount of the tax is discounted
in the depreciation of the security. For, let us suppose that
a corporation previously untaxed has been paying five per
cent dividends on its stock quoted at par. If a special tax
of ten per cent be imposed on these dividends, the stock-
holders will get only four and a half per cent. But since
by the supposition other classes of corporations, or at all
events other non-corporate investments, are not taxed, the
price of the stock will fall to ninety. People who can get
live per cent on their capital will not ordinarily consent to
take four and a half per cent. The original holders of the
stock will indeed lose, but the new purchasers will not be
affected, because the tax is capitalized and leads to a deprecia-
tion of the capital value of the stock. A dividend of four
and a half dollars on stock costing ninety is as good as one
of five dollars on stock, costing a hundred. A tax levied
only on corporate profits, or only on some special classes of
corporations, does not affect any one except those who become
stockholders before the imposition of the tax. To tax the
new purchaser on ILLS security would not in such a case
involve unjust double taxation.

There is one other condition under which the simulta-
neous taxation of the corporation and the security holder is
ju>t unjust. In the ease of a stockholder we have seen that
if the tax in general, it is unjust to tax both the corporation
"and the stockholder. In the ease of a bondholder this
f_; l See The Shifting and InrMeme of Taxation (2d ed.), pp. 181-186.